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In late April, the Chamber of Deputies approved changes to the Ley del Sistema de Ahorro para el
Retiro (SAR) that allow worker retirement funds to be invested in foreign markets. The pensionfund managers (Administradoras de Fondos para el Retiro, AFORE) already invest billions of pesos
of retirement funds in stocks of major corporations like Televisa, Television Azteca, Grupo Modelo
and others listed on the Bolsa Mexicana de Valores (BMV).
As of the end of March, Mexico's retirement funds totaled 543 billion pesos (US$57 billion), which is
about 9.4% of Mexico's GDP, said the Comision Nacional para el Ahorro (CONSAR). Under the new
legislation, AFOREs will be allowed to eventually invest as much as 20% of worker retirement funds
in financial instruments or securities in other countries.
The new legislation opens the door to purchasing stocks of TELMEX, CEMEX, America Movil,
and other Mexican companies listed on the New York Stock Exchange (NYSE) and other overseas
markets. The plan approved by Congress requires a three-step process by which fund managers
can only invest 10% of worker retirement funds during the first year that the new regulations are
in place. Fund managers could increase the investment to 15% the second year and 20% the third
year. In the original initiative sent to Congress, President Vicente Fox had proposed unlimited
investment in overseas stocks. But legislators modified the plan to impose the 20% limit on overseas
investments.
Deputy Samuel Aguilar Solis, secretary of the social security committee (Comision de Seguridad
Social) in the lower house, said the decision to invest retirement funds from Mexican workers in
overseas stocks was difficult because these same funds could have been invested in Mexico, where
the amount of capital available for loans is scarce. "In the end, we decided that the best interest of
the workers was to find the investments with the highest yields," said Aguilar, a member of the
former governing Partido Revolucionario Institucional (PRI).
CONSAR director Vicente Corta Fernandez applauded the legislation because it would increase
options for the fund administrators. "Our priority has been to obtain higher yields for worker
resources," said Corta. He noted that workers will benefit further from incentives in the new law for
fund administrators to reduce commissions.

Opponents say risks outweigh benefits
The Congress wrestled with the prospect that worker funds might be invested in risky stocks such
as those for companies like US energy giant Enron, which recently declared bankruptcy. The main
objections were raised by the PRD, which said the risks outweighed the benefits. "This plan lacks
the proper regulatory instruments to prevent speculation, volatility, and erratic behavior of short©2011 The University of New Mexico,
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term capital," Deputy Miroslava Garcia Suarez said during debate in the lower house. Garcia is the
PRD's chief economic expert in the lower house.
The PRD and three minor parties voted against the legislation but were unable to overcome support
from the PRI and the pro-business Partido Accion Nacional (PAN). Still, the bill was approved
with a clause introduced by the PRD that requires a thorough review of the program after the first
year. CONSAR will have to present a report to Congress in April 2003 on the success or failure of
investing retirement funds in overseas markets. At that time, Congress reserves the right to reduce
the amount of funds invested overseas or give the go-ahead to invest the additional 5% for the
second year.
Proponents said the new legislation opens the AFORE program to workers not affiliated with a labor
union or enrolled in the social security system, including street vendors and others employed in
the informal economy. "This is a very important structural change that was not part of the former
law and was not included in President Fox's proposal," said PRI Deputy Samuel Aguilar. [Note:
Peso-dollar conversions in this article are based on the Interbank rate in effect on May 1, reported
at 9.42 pesos per US$1.00] (Sources: Novedades, 04/11/02; Reforma, 04/15/02; La Cronica de Hoy, El
Universal, 04/23/02; Notimex, Reuters, 04/24/20; La Jornada, 03/07/02, 04/18/02, 04/25/02; Milenio
Diario, 04/26/02)
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